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The returns from this inquiry will be used iD the preparation of a report which will be published 
for general use of the trades providing information on average operatibE results and profite against which 
the {ndividuel firm may compare its own results. 
All replies will be treated as strictly confidential. Figures for all firme in the same line of busi~ 
ness will be combined and average results only will be shown. Your report will not be used for 4ncome tax 
purposes or divulged to any other government depertment. 

All figures should relate to the calendar year OF to your fiscal year conforming moat closely to the 
culendar yeer- PLEASE answer all questions» inserting tilt if the answer is none. 


DESCRIPTION oF BUSINESS 


I. 


(1) Name Hepa terra ONO OOo Gee beige letersi weinne <b ie eo ee ae TT 


(2) Head dives ativoamos amar eee Dott gin Ne hig oe, Qables etter te all 


(3) Kind of business «++*"*" Seats see eevee ashe Wer cr a i 
(such 48 grocery» meats, variety» men's- women's clothing» drugs» etc.) 


(4) On the following dates the number of units in operation was: 


Cel Menor ee aene ca () June $0» 1947 seereerer (c) Dec. Sle 1947 voceceeere? 


(5) we operated jn rented premises Ch} owned prenises oy some rented and some owned CO) 
(check only one square) 


The number of owned and rented premises in each type of establishment was :” 


Head office ywerenouse(s) Stores 
Owned eon seus eee Lp dainsie sens © geavonwes© 
Rented eens Ree Hpswesceese cae Hace siete 


(6) This report does not include eny wholesale business Cr includes wholesale oO to tne 


extent of Bas eer eas (Insert estimated percentage) 


(7) This business is a corporation C) partnership Ch individual proprietorship C1: 


ees 


II. PROFIT sy _LOss STATEMENT) 1947: 


Ae MERCEANDISING STATEMENT 


MERCHANDISING Sih 


(1) Gross gales forthe years Include meals sold or consumed » receipts from 
repair OF other service, goods taken for personal USS Exclude 
sales tax and pon-trading revenues» ded eons e ener sean cle. ae % 


{£) Returns from and allowances tO customers a a | g 


(3) NEL galms (item 1 minus &) a 


(4) NED INVENTORY OF MERCHANDISE 8t beginning of year: 


In warehouse Pees eawisin = 


In stores Qistacee semen oes 


(ee pre Teese 


(5) Merchandise purchased for resale at invoice yalue, less 
returns, ullowances»s eash and trede aiscounts BAS er nat 


(6) Inward freight» express dnd Eruokeee cs oher- "pues Ir Cea are rate siamese pec $ 3 


SS 


(7) Totel of beginning inventory» purchases and freight Re Serotec sees 


(6) NET INVENTORY. OF MERCHANDISE at end of year: 


In warehouse bee atee eee $ 


In stores Wi arses oes 


(9) Coot OF MERCHANDISE SOLD (item 9? minus GB) weeee 


(10) GROSS IN OR PROFIL (item 5 minus 9) Rime. ceweseasense 


1€-K(b )-47 


EXPENSE STATENENT 


(1) Payroll) - before any deductions 


(a) executives and Proprieto 
Managers ie Sisiectaceneseloelemee ie 


(b) To employees ..... slekecets Bei 


income tax; 


Cluding delivery equipment 


y 


amount recovered Cera el eyeia re 


Charges, professional fees, 


inclusive) 


c. NET GAIN STATE, ENT 
SS VAIN STATELENT 


(2) Federal income tax, OS Pi iach on 


LOH Ge b-ISCELLANEOUS INFORMATION 
EOD ATION 


aére these included in item B-1 


(2) what was the value of Customers 


reported 8 store 


() Payments by the firn. to employee pension 
funds, unemployment insurance, o 


(4) Texes - except on ree) estate and federal 


(S) Repairs 60d méirtenance to fixtures and 
equipment, including delivery ecuipment , 


(6) Depreciation on fixtures and equipment, in- 


f (7) Supplies - wrepping peper, twine, office 
Supplies, €@S ana oil for trucks, etc, ae 


(6) Keat, light, ang Power used during the year . 
(9) advertising COCO OOO BAG r are eaves 
(10) Travelling expenses Dre? tes elbete cots at 


(11) Communication ~ telephone, telegraph, Postage 


! (12) Loss on bed debts - emount written off less 
(13) 412 Other expenses - interest on loans, bank 


| 
(14) cory EXPENSES (total of items 1 to 13 
Sa EXPENSES 


(1) OPERATING PROFIT OR LOSS (item A(10) minus AED ES A eee ad OCS COO CO a.) 
$$ 


(3) NET Gar? OR LOSS (before dividends or Profit sharing) Tie girseieicle aie vaiereiesrele tones sete! $ 
we htt OR LOSS ee 


(1) If not incorporated, Please State the number of Proprietors and their Salaries or 


a fair charge for their Services. Funber Seleries CsieiSielvisin'sie\e wie) ot 
—_—_—_———— ee aie Sa, 


Include charge accounts, open accounts, instalment accounts or other receiy=- 
ables. jo not include &ecounts writter, ofr. IF AEE AIO SORA Ear POE, 4 a 


Head office 
end general 


Warehouse 


TS - include 
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MGR gar piace ated enkocone ate Ce b Erk $ 
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OPERATING RESULTS OF MISCELLANEOUS 
RETAIL CHAINS, 1947. 


Content of the Bulletin 


This publication contains the results of a survey on the 
operations of retail variety, drug, and furniture chains in 1947. 
Figures contained in it and in the two previous chain store operating 
results bulletins are the results of the first detailed inquiry made 
by the Dominion Bureau of Statistics into operating costs of this 
phase of retailing. 


There are two other publications in the 1947 chain store 
operations series: one outlining ratios for four types of clothing 
chains = men's, women’s, family clothing and shoe chains - the other 
containing data for food chains ~ grocery, combination and meat , 
chains. 


Purpose of the Survey 


The costs of distribution, and the allocation of these 
costs has become the focus of attention of merchants, the general 
publie and government in recent years. While distribution expenses 
are by no means confined to middlemen and retailers, the approach 
to the problem of assessing these costs must be made through these 
types of business organization. The Bureau has carried on extensive 
studies into the operating expenses of independent retailers, first 
for the year 1938, and again for 1944, 1945 and 1946. 


As a result of requests from the trade, from individuals 
and from trade associations, it became apparent that the remaining 
distributive agencies should be surveyed for operating costs. The 
result has been studies on the operations of retail chains and whole~ 
salers proper covering the year 1947. 


What is Distribution? 


The three major channels of distribution -- independent 
retail firms, chain store firms and wholesalers ~= leave untouched 
much of the field of distribution costs. 


The conversion of goods from raw materials to finished 
products, and the placing of commodities before consumers involves 
the processes of production and distribution. The distinction be~ 
tween the two terms as made by economics seems quite clear cut. 
Production involves the addition of physical or form utilities to 
goods; by means of such acts as processing, fabrications and trans= 
formation. Distribution, on the other hand, involves the addition 
of time and place utilities to goods, by such means as transporta7 
tion, storage, merchandising; display, advertisings expenses of 
carrying stocks (spoilage, shrinkage): losses from bad debts and 
financing. 


It becomes evident from the consideration of this distinc~ 
tion that distribution costs are not limited to the handling of 
finished consumers! goods» and that a large part of such expense is 
borne by primary producers and manufacturers during the early stages 
of fabrication or precessing of commodities. The transportation of 
raw materials, expenses of storage while awaiting processing; fi- 
nancing of inventories; are all distribution costs incurred before 
the end-product is ready for the ultimate consumer. 


While the producer and processor assume some of the costs 
of distribution; the retailer and wholesaler may take on certain 
productive functions. Wholesalers may package and repack commodities 
while certain retailers such as clothiers finish off semi~ready 
garments or make alterations on finished clothing. 


Although the distinction between production and distribu= 
tion is a useful one; and serves to separate major functions, there 
are costs which are not clearly one or the other. Some of these 
difficult to allocate are insurance, financing, taxes, service de- 
partment costs; and executive salaries. The list is not exhaustive: 
but where it is impossible to make a clear~cut division of functions, 
costs are often apportioned on a pro~rata basis; decided upon by the 
relative expense ratios of more easily allocated functions, such as 
selling salaries, store occupancy expense, advertising etc. 


Distribution costs, therefore, are not limited to middle- 
men or retailers but are a part of the interlocking distribution 
production system which prepares finished goods and places them 
before the consumer. The practical distinction between distribution 
and production is made, however, by dividing industry into units 
which perform chiefly either productive or distributive functions. 


Major distributive agencies may be classified as follows: 


Wholesalers or the Intermediary Trade 


Wholesalers proper 

Manufactures’ sales branches or 
offices 

Petroleum bulk tank stations 

Agents and Brokers 

Assemblers of primary products 

Other types of operation 


Retailers 


Independent Retailers 

Independent Consumer Co-operatives 

Chains ~ Voluntary chains 
Chains under central 
ownership and control 
Retail co-operative chains. 


Relative importance to total trading of chain organizations 
is brought out by the table below. 


Retail Trade Percent 
TY GDONG ODT Ri ue s.920's i410 6 iei9 SE 
Source: 1941 Census; 
Chains eeFoeveeaoHatsevet ese gng 1Les:7 Voi. Xs Table 43> 
P. 398 
Other typed cccoesecccces O22 
100,0 


A comparison between the three classifications in terms 
of the relative importance of chain and independent form of organ 
ization in 1941 is demonstrated by the following table. 


Comparison of Chain Sales to Total Sales», 1941 


1941 1941 
Total Sales Chain Sales 


$ | 


Percentage 
Chains to 
Total 


Kind of Business 


ariety o86F7SGHFTHHHVTY9DOHH OY 85,177; 000 745179; 100 
DUG see ss aPa be eins ee 101, 027; 400 18; 849, 500 
Furniture @oveeveeoeu dv eve e8 & 64, 0575 O00 15,484, 200 


Source = 1941 Census, Vol. X. 


The Schedule 


A sample questionnaire was drawn up in the Bureau and des~ 
patched to the firms in the various trades surveyed. An accompanying 
letter requested that the companies make suggestions in order that 
the form be designed in such a way that it could be filled out with 
a minimum of effort from existing accounting records. The suggestions 
received were invaluable in the format of the final form. 


A facsimile of this final schedule is presented on page 2 
to help clarify meanings of terms used. 


Methods 


The ten kinds of business in the survey were selected for 
their importance in the field of retail distribution. As the major~ 
ity of firms indicated that they could not give results for individ~ 
ual stqres; a consolidated report only for each firms was required. 
When received, some returns could not be used for such reasons as 
manufacturing activities or outside wholesaling for which expenses 
could not be separated from retailing costs. Where the number of 
reports was sufficient; the results were tabulated according to the 
most suitable sales-size range. In most reports» no clear distinction 
between head office, warehouse and store expense was made, so that 
results for these functions are shown separately for only a few kinds 
of business. The salaries of proprietors of unincorporated firms are 
included with executive salaries. Income tax tabulation was made 
only for incorporated firms. 


As with all surveys conducted by the Bureau; average re= 
sults only are shown, and all information submitted by the co~oper~ 
ating firms has been kept in strictest confidence. This study does 
not replace the regular annual survey of retail chains which takes 
in all kinds of business and covers such items as: number of stores, 
net retail sales, salaries, store and warehouse stocks and customers’ 
accounts outstanding. 


RESULTS OF. THE SURVEY. 


All known chain firms in the three trades were canvassed 
by mail in this survey. A few were excluded because of inability 
to complete the form or to separate outside wholesale business from 
their warehouse operations. The coverages howevers was nearly 
complete and the results shown are considered representative. 


The variety or limited price chains differed slightly in 
range of items handled, but there was uniformity in the expense 
ratios of the larger businesses. Drug chains presented in this 
report include those stores in which soda fountains are operated. 
The furniture classification includes a small amount of clothing 
sold by some of the firms. These three types of retail chains are 
presented in one bulletin as "miscellaneous" not because of any 
relationship between them, but because they were not either clothing 
or food chains. This is the final publication in the 1947 chain 
store operating results series. 
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VARIETY CHAINS. 


Reports completed satisfactorily were received from sixteen 
firms and were used to obtain the results shown. The fifteen incor 
porated and one unincorporated companies operated 510 retail outlets. 
For tabulation of resultss three sales=size groups were chosen = 
firms with over $5,000,000 annual net saless $15000;000 to $4,999,999 
and those whose sales were less than $1,000,000. There were 5 firms 
in the largest, 5 firms in the middle and 6 firms in the lowest sales- 
size groups. 


Tabulation of income tax and net profit was made for the 
two largest groups which were comprised entirely of incorporated 
companies. 


1. A striking feature of the individual firms in this 
kind of business was the similarity of operating 
expense ratios in all sizes while the gross profit 
or margin increased consistently with size. 


2. Variety store firms obtained the greatest profits 
of the chain classifications surveyeds averaging 
O7.67 per cent gross and 13.04 per cent net profit. 
In 1947 the smallest size chains realized a net 
profit of only $2.05 out of $100 sales, the middle 
group $7.35 and the firms with sales over $5; 000,000 
obtained $14.10 net profit. The trend of gross 
profit was the same ranging from $27.71 out of $100 
in the smallest to $38.65 in the largest sales~size 
class. 


5. More than half the expense dollar was absorbed by 
salaries and wages, the average ratio being 15.91 
per cent of net sales. Head office executive sal= 
aries comprised 1.39 per cent and employees! wages 
the remainder. 


4. Stocks held by the largest sized firms averaged 
10.50 per cent of net sales at the first of the 
year and 12.13 per cent at the end. This ratio 
increased in the smaller chains to 16.85 per cent 
and 18.62 for the two dates respectively. With 
year ending inventories greater in dollar volume 
in all sizes, the rate of stock turnover ranged 
from 4.1 times per year in the smallest group to 
5-4 times in the largest. 
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Table 1. = OPERATING RESULTS OF VARIETY CHAINS: 1947. 


by Size of Firm Pes 


Under $1, 000, 000 $5,000, 000] 
Ttem $12 000» 000 ee and over | Total 

Number: Of -fi7MS +i,s . ctw o 6 eer er 6 16 
Number Of “StOrGS sewers wien ieee es 29 510 
Average sales per chain ....-. $ 397,857 | 258395 993] 2051215931] 75324; 797 
Average sales per store ooosoo $ 825315 229,797 
Average cost of goods sold ... $ 59,506 143, 237 
Average inventory per store 

Beginning: of year scocssecos o 13.855 25» 724 

End of iyeaieew des tee ee ane 153323 295 296 
Stock turnover (times per year). 4.1 S50 


Profit and Loss Data 


(Items expressed as percentage of net sales) 


Gross margin OF profit? sascena 0% Breve. 32009 58 665 
Operating expenses: 
Salaries ~ executives ..cscss0 2.88 2004 1.22 
7) OND LOYEOR. <ah.a aero oe Oe te 12.86 14.76 
Employees’ benefits cescscesae O11 0.19 0.61 
OCCUDENCY 22 ose Gs anaes > bees 3074 5.79 4.00 
Poses CL) 2.8 deere oc beeen 0.34 0.42 0.36 
Repairs (1) Sore suse ee eee 0.88 0.68 0.26 
Depreciation ee 5 gla sot Pa ee 0.40 0.42 0.60 
Supplies avdeesc as is te eee 0.47 0.91 0,81 
Heats light and power Mee te ee 0.84 0.67 0.63 
AGVErtI Si neews ects Meee ees 0.05 0.22} 0.14 
Travelling expenSe ,occssscone 0537 0.29 0316 
COMMUNL EATON ic é ob ee see ae a 6 Pal ae 0.18 05210 
PSG debt Lossed. vse. sus se ok = - in 
ALL other expenses fasessses00 Leoe 2007 0.90 
Total operating expenses coocses 29 066 29 004 24.55 
Operating profit before income 
GEXOS) oso e sale os: 00 5 eaEe A ee 2.05 7aad 14.10 
INnCOme:. PAGS 0 60a oso sete > 4 eee | 30901 6 42 
Net progit eis. kia + catame es oe 4,04 7.68 


(1) Excludes amount attributed to real estate which is included in 
occupancy « 


O7 067 


1.59 
14.52 
0.55 
3097 
0.56 
0.32 
0.57 
0.82 
0.635 
0.15 
0.18 
Om Et 


1,06 
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DRUG CHAINS. 


Twenty-two reports on the operations of retail drug chains 
were completed satisfactorily and were used in this survey. The 16 
incorporated and 6 unincorporated companies operated a total of 282 
stores. Tabulation was made for three~size~of~business groups» 
$1,000,000 and over annual net sales (5 firms) $500,000 to $999,999, 
(7 firms) and under $500,000 sales (10 firms). A tabulation on in- 
come tax and net profit was made for the incorporated firms. 


Because individual reports were not available for each 
store, the results of stores operating soda fountains are included 
in the one consolidated report received from the respective firms. 
There were too few reports to permit separate tabulation of drug 
chains with and without soda fountains. Soda fountain receipts 
principally affects the ratio of gross profit and salary expense, 
resulting in a greater ratio in each case. 


1. In 1947, gross margin or profit increased with 
volume of business from 30.22 per cent of net 
sales in the smallest sized class to 35.54 per 
cent in the largest. Expenses followed the same 
upward trend to net operating profits of 4.98 per 
cents 5.27 per cent and 5.95 per cent in the 
largest chains. 


2. While head office executive salaries decreased 
in ratio with increased volume of business it is 
notable that employees’ salaries remained prac 
tically unchanged. With more than half the ex~ 
pense dollar absorbed by salaries, executives 
accounted for $1.45 out of every $100 net sales» 
employees $14.62, which varied from $14.94 to 
$14.54 over the three sizes. Occupancy cost was 
the second largest expense item at 4.69 per cent 
of net sales. 


5. Inventories on hand at the end of the year were 
greater in dollar volume than at the beginning 
of the year in all size groups. The average of 
these two inventories divided into cost of goods 
sold resulted in an average stock turn rate of 
4.0 times per year, ranging between 3.9 and 4.4 
times for the three size classes of drug chains. 
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4. Income tax payments reduced the operating profit 
of incorporated companies approximately 40 per | 
cent from 5.50 per cent of net sales to 5.25 per 
cent. The final net gain after this reduction 
for the three sales classes of drug chains is 
shown below. 


_ Incorporated Drug Chains, 1947 


_({Percent of net sales 


$500,000 | 1,000,000 
_ to and over 
oh 9995 999 t : : 


Under 


Item 8500, 000 


GLOSS  ProLlue wun sia. es 6 
Operating expenSeS eee. 
Operating .prolzt.n<s ss 6 


Income, Cax. fees se ess 8 hes 
et profit eeo @G638608820686 9 
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Table 2. = OPERATING RESULTS OF DRUG CHAINS, 1947 


$100, 000 | $500; 000 


$15 000, 000 


Item to aiditover Total 

PCG Ot TEL TING | 6 aso s.c 14> 40.608 0 0 5 22 
Dump orMOL SUCOTCS: ccc. case esses é.0 Lio 282 
Average sales per chain ceocoe $ 35596; 986 | 151575852 
Average sales per store ...... $ 102,771 90, 329 
Average cost of goods sold ... $ 40; 345 66; 248 59,457 
Average inventory per store 

Resinning of year’... .e0cee 9, 804 165 063 145209 

RUMOR VOGT wes ss at to ec soe oe 10,197 133267 | 15.752 
Stock turnover (times per year). 4.0 


Do 4.0 


Profit and Loss Data 
(Items expressed as percentage of net sales) 


Gresoenorein Or Drofit waesccedes SOsze 04 .18 


Operating expenses: 

Salaries - executives cccceoce PAP OS 1.45 
= GMDLOVSCOS ce¢ e070 14.94 14.62 
Employees’ benefits ...ccecvese 0.19 0.57 
Ce CGRIO Visas sess ss Fa 6406 06 43 8 3 oot 4.69 
PP hoes Che a dae Ce x ate es 0.29 0.56 
eel) les) sve oe were ob «ee Oyoe 0.49 
Peprecteation (1) y.sc6esse e956 0.39 0.67 
PU OS) (e608 66's 6 ae vie 46 Kooy 0.70 0.69 
Heats light and power eccocscces 0.66 »68 0.69 
Pres le) iw gis'a aes c 46 1000, 006 foo 8 0.86 74 1.52 
Prevellinge Expense sescesss v0 6 Oeue Be 0.20 
Bom LOCOCO tes es 65 a 414 6 a eee | 0.28 19 0.20 
MEGeOeDt LOSSCS yes. cs 0s 09 a0 0.01 O1 0.038 
All other expenses ¢eccvcscses 1.06 alg 2045 
Total operating expenSeS .e...ees 25 024 28 85 

Operating profit before income 
Be00 


taxes eeoo00¢ CTHR ODF FHHROFE HV AG FBO BD 4.98 


_— 


(1) Excludes amount attributed to real estate which is included in 
occupancy. 
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FURNITURE CHAINS. 


the incorporated type of organization. 


outlets. 


Reports suitable for inclusion in this study on operating 
costs of retail chaing’ were recgived from ten furniture chains of 


These companies operated 58 
Tabulation was made for two size-of-business classes; 


under 


$750,000, and $750,000 and over with 4 firms in the first group and 


6 in the 


1. 


latter. 


The larger sized firms obtained a greater gross 
margin than the smaller class ~- 33.01 and 29.52 
per cent of net sales respectively. This ad- 
vantage of the larger class was more than balanced 
by higher expense ratios to net them a lower profit 
before income tax deduction - 7.67 per cent as 
compared to 8.92 in the smaller group. 


For every $100 sales, $13.72 was spent in salaries. 
This figure represented more than half of the ex=- 
pense dollar. Advertising was the next largest 
expense item accounting for $3.04 out of every $100 
Sales with the larger sized class expending pro= 
portionately more than twice that expended by the 
smaller class. 


Inventories were greater in dollar volume at the 
end of the year than at the beginning. Based on 
the average of beginning and year ending stock»s 

the turnover rate was 3.2 times per year, with no 
appreciable difference between the two size groups. 


Deduction of income taxes reduced the operating 
profit of these incorporated companies from 7.83 
per cent to 4.76 per cent of net sales. 


a, 


Table 3. = OPERATING RESULTS OF FURNITURE CHAINS, 1947 


PDO TPOCOTLLIMS cccccesscceccees 10 
ReTMOCEOCOLCS .é.ccsscocneees 16 42 58 
Average sales per chain coooce $ 4915326 © 25270, 993 1559» 126 
Average sales per store ceccoo $ 122,831 3245427 268) 815 
Average cost of goods sold ... $ 86, 566 217,319 181) 249 
Average inventory per store 

Pesianing Of Year sevseccecs $ 23807 645 959 53» 607 

BROMCLAVOOD cncsccccccsccves 27, B43 74,218 615425 
Stock turnover (times per year). 34 Su. Sue 


Profit and Loss Data 
(Items expressed as percentage of net sales) 


Croceemerzin OF Profit swcecseose 52 007 
Operating expenses: 
ealearies and WAZeS eeceoscecses 15.72 
Employees*® benefits .ccoocccce 0.14 
CM OUNY ra ae 2ed1 
Clapeuys: (CC a ee 0525 
PORE OMN A) osn.c'v's cons ses so ace 0.43 
Penmeotacion (1) cesscsssswicc OL52 
RSs 4's 6.6 0 o's 4 018 4.5 9 0 9:0 uty 0.93 
Heats light and power ceoceccce 0.54 
PRM OMS A DE 6 y.06 0 Wiale «e050 de 8.8 3 004 
Traversing @XPCNSe .<ssccseosss 0.27 
RMIT MCAG LON, se'cc o s\0i9 6 osia's 6:6 0 0,34 
BEGMIODL LOSSOS 4406650520000 0.24 
PUPeOuNCT GCXPENSCS oc ecesessee 2.01 
Total operating expenseS ....... 24 074 
Operating profit before income 
EEG G SYS SAAR a IP cee er . 7.85 
BATCOMGMC OL ¢c/0 oso 6 os ses ood no sole 3507 
PuCA TOI e's e+. 6 6 064 0 0's & dd wis oie d's 4.76 


(1) Excludes amount attributed to real estate which is included in 
occupancy. , 
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NOTICE 


The Industry and Merchandising Division of the Bureau of Statistics collects and 
compiles figures on (a) the primary industries in Canada — mining, forestry, and fishing; 
(b) manufacturing; (c) construction; and (d) merchandising and services. 


For the purpose of annual] compilation and publication, reports on merchandising and 
services have been classified as follows: 


Part I— Wholesale Statistics 


A. General Review 

B. Wholesale Trade 

C. Operating Results of Food Wholesalers 

D. Operating Results of Dry Goods, Piece Goods, and Footwear Wholesalers 

E. Operating Results of Miscellaneous Wholesalers (automotive equipment, 
drugs, hardware, plumbing and heating equipment) 


Part If — Retail Statistics 


F. General Review 

G. Retai] Trade 

H. Department Store Sales and Stocks 

I. Retail Chain Stores 

J. Operating Results of Food Store Chains 

K. Operating Results of Clothing Store Chains 

L. Operating Results of Miscellaneous Chain Stores (variety, drug, furniture) 


Part I1i— Services and Special Fields 


M. Laundries, Cleaners and Dyers 
N. Theatres 
P. Advertising Agencies (Memorandum) 
Q. Sales Financing 
R. Farm Implement and Equipment Sales 
AA. New Motor Vehicle Sales and Motor Vehicle Financing 


The reports are punched to permit of filing in a ring binder. 


CONTENTS 


HINMIDEC® DW Gul1O Nesecvtcccrcceccssoce seveececceserectcacereceucccooeccocescoeeeescoeetee L-5 
CHART SOCHSSSSSHHHSSHSHSHSGHSSSHSSHSSHSHHSSHSHSHSSHSSHSSHSSSHSSHSHGSOSSHHPHSSSHIPSSHSHSHOGHHSSFGSSOIHHHHSHHSESGHOSE L-6 


REVIEW OF RESULTS AND TABLESveccccccccccccccccccccccsccsccccccccccscoccs 
VATICLY SUOTES ccc ccccccvcccvesevcesevencesessececeveseesecesboesocceccvevseseseces L-7—8 
DIME SIOTCS.. occa ccocesccccovccascccccccssovscessocsesscovecesscessossceveccsseseoss _1i-9 — 10 
BUEN Ire SlOPes:<ccccccccccscncccccvonccsecocescesnséecpseenesssececcevsndsevedese) Lurk l=-12 


OPERATING RESULTS — LIST OF REPORTS 


WHOLESALE TRADE (1947 and 1949) 
1. Food Wholesalers 
2. Dry Goods, Piece Goods and Footwear Wholesalers. 


3. Miscellaneous Wholesalers (automotive equipment, drugs, hardware, 
heating and plumbing supplies). 


INDEPENDENT RETAIL STORES (1944, 1945, 1946 and 1948) 
1. Food Stores. 
2. Clothing Stores. 
3. Hardware, Fumiture, Household Appliance and Radio Stores. 
4. Filling Stations and Garages. 


5. Miscellaneous Stores (country general, restaurants, fuel, drugs, jewellery 
and tobacco stores). 


RETAIL CHAIN STORES (1947 and 1949) 
1. Food Stores. 
2. Clothing Stores. 
3. Miscellaneous Stores (variety, drugs and furniture). 


INTRODUCTION 


The following explanatory notes describe certain features of the operating 
results series contained in this report. 


Scope 


Chain store firms are those which operate four or more retail outlets. Chain 
firms of three trades are covered in this bulletin — variety stores, drug stores and 
furniture stores. 


Content 


This bulletin deals with profit and loss statistics. Average gross and net 
profits and detailed operating expenses are shown for the most suitable sales-size 
classes. A breakdown of operating expenses between the functions of head office 
and warehouse is reported wherever possible. There were not enough firms in any 
of these trades to permit publication of regional results. There were no Newfound- 
land stores in this survey. Salaries of proprietors of unincorporated companies 
have been included with executive salaries. Income tax tabulation was made for 
incorporated companies only. 


Purpose 


The primary purpose of the operating costs surveys is to provide averages 
on the different phases of business operations against which firms in the same 
trade may make direct comparisons with their own operating results. They also 
provide useful information to others interested in the cost of distribution of 
consumer goods. 


Period covered 


This report deals mainly with 1949 operations and is the second biennial 
publication in a series begun in 1947. Certain summary tables and charts show 
comparative results for both years. 
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VARIETY STORES 


Eleven variety store chains submitted reports on 
1949 operations. A total of 426 retail stores was opera- 


ted by these firms. Ten of the 11 firms were incorpora- 
ted companies for whichincome tax expense is shown, 


REVIEW OF 1949 OPERATING RESULTS 


Profit and Expense Ratios 


There was a wide difference inthe gross and net 
profits of the smaller and larger-size variety store 
chains in 1949. The larger firms obtained gross 
profits averaging 38.37% of net sales and a net oper- 
ating profit of 12.01%. The smaller class operated on 


an average gross profit of 29.37% of net sales and 
realized a net operating profit of 4.38%. All sizes 
combined obtained an average net profit of 11.29% 
which other income increased to a total net profit of 
11.66% before deduction of income tax.(See Table 1) 


Inventories and Stock Tumover 


The average dollar volume of stock on hand 
was lower at the end of the year than at the 
beginning. Stock turnover rate — cost of goods 


sold divided by average inventory — was 4.95 
times during the year for all sizes combined. 
(See Table 1) 


Incorporated Companies 


All firms in the larger group and all except 
one in the smaller were incorporated companies 
with the result that 1949 profits and expenses 
were similar to those of all types. Other income 


of 0.37% was added to a net operating profit 
amounting to 11.30% of net sales and income 
tax of 4.62% was deducted to leave a final net 
profit of 7.05%. 


Operating Results of Incorporated Variety Stores by Size of Firm, 1949 


(Items expressed as percentages of net sales) 


Firms with 1949 sales of 


Total, 
Item al] 
Under $5,000,000 sizes 
$5,000,000 and over 
% 

Gross DIOL Ci. cocsccsccccccse eeeeeseoeeo SCOSSSOHSHOSSHSHSHSHSOHSSTOSFGSOSEOHOSHESOSSHSESEEES 37. 53 
Operating PXPENSCSeecccccccccccccccccccecccccccccccccccccccccccccccccsceccccccce 26. 23 
Net operating DVO LU Ureetaseecnscccacectoocesccsetaces Cadeccceesccesececsgoceecece a WW, 30 
Other income SSHOOSSHSSSSSOSHSHSSHSSHHSSHHSHHSHSHSSHOHSSHSHSHHHSHHSHSSHSSHSSSHSSSHHESHHEHOHSOTESHOHOCOE 0, aa 

Net profit before income tax Ceduction .......cccccccccccecccsccsecsoccs 11.67 
Income tax SOHSSSSSHSHSSSHSHSSHSSHSSSHSSSHOSHHSHSHSSHSHSHOSHSSOTGSHSSSTSESESHSSHSHTHHOSSEEHHOEOSEOSD 4, 62 

Final net pro fit SSSSSSSSHSSSSHSSSSSOHSSSHESSHCHSSHESHSHSHSHSSSHESHESSHSSSSHESSOOHOHSSOSHHSSEESESE Le 05 
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Comparison of 1947 and 1949 Results 


Sixteen firms submitted reports to the 1947 creased from 24.63% of net sales in 1947 to 26.23% 
survey while 11 sent in figures on their 1949 in 1949. Net profit without other income and 
business operations. The results for the two years before deduction of income tax dropped from 
are summarized below. Gross profit was little 13.04% in 1947 to 11.29% of net sales in 
changed. from 1947, but operating expenses in- 1949. 


Main Operating Results Items for 1947 and 1949 Compared 


(Items expressed as percentages of net sales) 


1949 
(11 firms) 


Jo 


Item 


Gross profit SPSCOGPLOHSHHOHTHHGHHSHH SHS HHH HHCHHOHHOHHOFHSHHHHHHSESSHOHOHOOSOHOORGOES 


Operating expenses: 


SAIATE CSS, saa iore deed ase de seeccce co ereeciaceedaeesoebeeccescetectteseetacces 


37. 52 


16.66 
4. 06 
1, 00 
4.51 


26.23 


Occupancy ©0068 OOOGSOHHHOHH8HOOGHOHHHHHSHEOHHHOHHOHHGHHHOHOS99OGHOFHLHOOOH 0098 
Supplies ©OOFOFHHSSHHHHHO GOH OH OOOH OOSHHOSHGHHHSHHGOHHHHOHAOHHOHHOEHOHHHD OOOOH OOOOOO 


All OLNET. ..occcercseccccvccccscvcccceccsscvvcescscececvcossssesscceseeceoees 
Total operating expen ses SOHOSSSSHOSHSHSSSSHSSHHHSOHSHGHSSSSHSOHSESESESSSEEHE 
Net profit without other income and before deduction of in- 


come LAX cccevcciececsscvccicccsieccccecesberatacesecscncecccasencececcese 


TABLE 1. Operating Results of Chain Variety Stores, by Size of Firm, 1949 


Firms with 1949 sales of 
Item Tota] al] sizes 
: Under $5,000,000 $5,000,000 and over 


INUMDELOLFHTIMNS eocceccesectcoosccocceescetece sec cteeseneees 
Number Of StoreS Operated ...cccccccccccccccccscevcccoces 
ANGPAVE: SAIESNDED TIT si cess sencevevarecscovensevecceneucent 
Average Cost Of FO0dS 'SOld..cccsccecessceccesccecscsccce 


Average inventory per firm: 
Pepinnine Of Vy Carsdirescccsscecaceecesctsevecsacotaceds <> 
IPEFCENEIOL NEU SAlESccsccoserecoscvcesesctescccesccceces 
PI GvOLsy ClIeerccsesaaccucnasseseccevoccseseeretccssdestecees ae 
Percentuof nebuSall CS sccscccccecsesecesscsvecccsiossucieese 
Stock turnover (tiMES DEP VEAP) ..ccceccccccccceecccccece 


PROFIT AND Loss DATA 
(Percent of net sales) 


Gross TROLL Gicc ccc cccccossceccsecccscosesccscccsapescecics se 


Operating expenses: 

Sal aries - CXECULIVES...cccccccccccccccccccccccsccccocees 

= OENETICEMPIOVEES. .cccosccccieoccccecscceeseces 
EMpIOVECS’ DENEHIES I .ucsccoccssceccceocseccccscceseces 
OCCUDANCYicwcccceroasedasecetesecersccccacsecececceravcees 
TRAXCS se cccccccscswee cscs soeccceesecesecesevecereoscccusesee 
CDOS a. cscccvscccececescosscescsceescawescececseceus cess 
PIEHTeClAtlON:* he ccccsencenece esc tasscth cane ceeeuapenaeas 
SUDDITCS sccccscsecsecscccccecccsececescceseteetiesesceceecs 
Heat. lightiandipOwer ...cccscocccccccccececcecensseesee 
IAGVETHISIN Gc. ccccessccceecesecccoosesccecues seeecesecwecs 
EDTA VEIN Eicscceccecestsccsotccecesaccsceccscssssenecccnees 
COMMUNICA ON eco cscascceeacsccecccsceccccecesesecceses 
IBBUZdE Dt OSSiccscssectacccccesccasccucctecetensecceoeccees 
ATINOUNEr EXPENSESscccossccecsccccccccseccescseceacesecs 


Total operating EXPENSES .....cccccccccsccccccccccce 


INCL ODCTALINE DIOL G.ccecoecss cocecsscsectiocesesseececeseses 
Other income SESHOSHOSSHSHSHSHSHSHSHSHSHSHOHHSSHSHSHHSHOHSSHSSHSOHSHHESSEOSESE 


Total net profit before income tax deduction.. 


1. Excludes amount attributed to rea] estate which is included in occupancy. 


2. Less than 0.005%, 


6 

86 

2, 093, 724 
1,478, 747 


335, 862 
16. 04 
295, 748 
14,13 
4.68 


by) 

340 

24, 271,021 
14, 959, 437 


3, 081, 336 
12. 70 
2, 920, 426 
12. 03 
4, 99 


11 

426 
12,174, 314 
7, 606, 334 


1,583, 805 
13.01 

1, 488, 784 
12, 23 
4.95 


DRUG STORES 


Twenty chain store firms in this trade sub- 
mitted reports on their 1949 operations. These 
firms operated 277 retail stores. Fifteen of the 


20 chains were’ incorporated companies for 
which income tax and final profit ratios are 
shown. 


REVIEW OF 1949 OPERATING RESULTS 


Profit and Expense Ratios 


Drug store chains operated on an average 
gross profit amounting to 33.27% of net sales. The 
larger sales-size classes obtained higher gross 
profits than did the smaller. Operating expenses 


for all sizes were 30.28% of net sales leaving a 
net operating profit of 2.99%. Other income of 1.28% 
produced a final net profit before income tax deduc- 
tion amounting to 4.27% of net sales. (See Table 2) 


Inventories and Stock Turnover 


Average dollar volume inventories increased 
from $213,930 per firm at the beginning of the 
year to $235,499 at the end of the year. This 


increase was. general for all size categories. 
The rate of stock turnover was 3.81 times per year. 
(See Table 2) 


Incorporated Companies 


The fifteen incorporated companies had pro- 


fits and expenses similar to the ‘‘al] firms’’ 
average. Net operating profit was increased from 


2.69% of net sales to 4.05% by other income. Income 
tax amounting to 1.48% was deducted to leave a 
final net profit of 2.57% of net sales. 


Operating Results of Incorporated Drug Stores, by Size of Firm, 1949 


(Items expressed as percentages of net sales) 


Firms with 1949 sales of 
Total, 


Item al] 
Under $500,000 | $1,000,000 sizes 
$500,000 $999,999 and over 

% 
Gross profit ecoseeoeeosoeeeeooeoesd ©0828 88 C8F 0880088 eeeoeeoeeeoe se ecoeoeeeeooooeesd 33. 51 
Operating expenses e@oeeeeee SOOHSHHSOHOSHHGHSHOHSEHSHOHOHOHHHHHE SESH HSOHOEOS OOOOH COCEOETES 30. 82 
Net operating profit .....cccce ABODE COCRRARCOCTOCONL eeteinsccowcscnvioose SE OCOOOL 2.69 
Other INCOME rccsccccee eeeeoscees *CCeCKCKCHHCEHOHCSOESEESEE 0000008080008 8F8HFSH08SO8868 Ls 36 
Total net profit before income tax GCEdUCtION ......cccesscccccevcccece 4.05 
Income EAXevececvccccccccccvccccccescccesecccccescecccccocs eeo0ee00o eeeeeoceseoses y hee 48 
Zot 


Final net profit @0000000 eeeeeeeeccoe eevevece @eooeresr00e00 @eocecoees eoeeosceeovee 
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Comparison of 1947 and 1949 Results 


Twenty-two firms reported to the 1947 survey expenses together with reduced gross profits caused 
while 20 sentin reports on their 1949 operations. The smaller net profits in 1949. Net profit before addition 
results of al] firms reporting for each year are com- of other income or deduction of income tax dropped 
pared in summary form below. Increased operating from 5.35% of net sales in 1947 to 2.99% in 1949. 


Main Operating Results Items for 1947 and 1949 Compared 
(Items expressed as percentages of net sales) 


Item 1947 (22 firms) 1949 (20 firms) 
Jo 
33. 27 


Gross PTOFIC...ccscccccccvccccccccscacencsccetceccsecesssccecccesceosccetccces 


Operating expenses: 
SalarieSccccnasaccccesccescsseeseuseceeesssesscssescsccsscoccsccassecsescecioe HY 638 
4.62 
1.65 
6.68 


30. 28 


Occupancy OOOH SSOHSSHOHHOOSHOSEHHOGSSHSTOSHSHHOHHHGHHHHOOHOSOH OH OOSOHOEHDHODS 
INAVEVILSINE scaccescsecnetoctevecece te csecccseteesescecesebeceeocceseccececce 


All OUNET sc ca eedacocccs tac deccee cdecenesece ocea debe cscccs sadeceectseccbcceues 
Total operating expenses SOSOSHSOHSSHES SHS HSHHSHHSHOHSHHSEHHHTHHLHEBOHOODS 
Net profit without other income and before deduction of in- 


come tax POOCHHSOOHEESHHOOOH SOSH OSSHEOOHHSH OHS OHHOSOOHHAOGHOHOHOHHEHHOOHOED 


2.99 


TABLE 2. Operating Results of Chain Drug Stores, by Size of Firm, 1949 
Firms with 1949 sales of Total, 
Hal) Under $500,000 | $1,000,000 coe 
$500,000 to $999,999 and over 


NiIMDETIO LALIT Siva cacesciccicectcotcccaasecccnescsccescesatisosecacnesesosceece 9 {i 4 20 
INUMDERIOLHSLONESOPCTALCE so ccssesercoees ceseseseecsseseccceceec cece cee cees 50 52 175 PATEL 
AVOFAZE SALES PEL FITM sc ddilecccccedoccecsevcccscecsctedseees cccseewessesou? 352, 426 674, 734 4, 441,176 1, 282, 984 
Average Cost. Of GGOUS: SOL, .2e. cS end edeacdstdecebslesasestdeciscesess $ 245, 741 465,135 | 2,913,662 856, 113 


Average inventory per firm: 
BC PINNING 0 fr VAN ccccosssccecscccecedscesccscossescecctesseccaccesscecery 57, 153 96, 505 L(A, eh! 213,930 
PETCONHOF NEU SAESiccsrccacccccescccccscaceccs saccccecsccccecseccccioese 16. 22 14. 30 17.39 16.67 
EM Of VOOM. cccdceccedeccdesodesesce Soest ac cedecdececsetcedoceccenceoesc aD 61,427 103, 899 857, 461 235, 499 
PerGentiOP net: Sal CSicsucccccscvcsscececesccsccedscsceesscccosectcecesedes 17.43 15. 40 19, 31 18.35 
Stock tumover (tiMES Per year)...ccscccecccoscecececsccsecscecoctcees 4.14 4.64 3. 58 3. 81 


PROFIT AND Loss DATA 
(Percent of net sales) 


33.27 


1, 58 
15. 75 
0.63 
4.62 
0. 23 
0. 51 
0. 89 
0. 74 
0.62 
1.65 
0. 23 
0. 21 
0.05 
2. 57 


30. 28 
rx 99 
0. 27 
0. 03 


0.01 
0.97 


1. 28 
4.27 


Operating expenses: 
SadlanleS=(GXeCUE VES ccccssecccocecesdeccecos coceeccceeetecceceececesecee 
= OLRECHICMDIOVCES vevccoctescce secenescctesnctesscesecccseccecs 
EMplOY CeS*FDEMELUSH iis sc cccesacecessiceseesiedetescceccesecesesceseoss 
OCCUDAN CVaiccscaccoscacosiscecusecacteccccecrcecdeccenss cocacsccrscewereces 
Taxes SPOEHSCHSSHSHSSHSSSHSHSHSSHSSHSHHOSHSHSSSSHSSHOSSHSHOHHSSSSEHSHSHSSHHSSHESEHSSSHOETHHSHOSHSESEHOOS 


RODAITS csitessaeceriaeses 


Depreciation POCO HHOHHHHH OS OHH OHSHSSOHTSHHSEHHSHOHHOHOHOHSSSH FOOSE OHOOOHOOD 


SPOHHOHHOSOHSLOHSSHHHHHSHOTEHSHOSOHSOSOHOOO OOOH OOEE 


SUDDITES 2. .cacetectses cose cocctosteccdtccssccececcethinseeeccsceccccascacscce 
Heat, light and DO WET. ccccccccccccccccccccccccccccccccccccescceceecceceee 
AGV.OTGl SING) ccacccessseslnoccescsoasscctccesccseeeasecesctedeceseseseces sess 
SPTAVOMIN Gimcsaceacascncesiessbecetacersccctcchemasaessessoccese ves coeaceslcs 
GOMMUNIC AH ONE. cccccccsscsteccarecccceccsssoceseceotccesoccceecenee teres 


Bad debt MOSS. cocecescceasscosccestocetccssovesacccsccescosscecesoscnsce ses 


All other expenses OOO SOHO SHOSSHHSSS SETS OTSHHHHHHHHS OHHH SOH SHS SHH OHOHHOOESO 
Total operating PXPCD SOS cccccccecccccvccscccccceccesccescoscvescoocs 


Net operating WlOlUscscacccsceccceccccccarscseseaces cecccccotaccencne 
Other income: 
Discounts eamed 00000000008 098800800 6800888900890 0908888588000 808488000 
Interest eamed SOHSHSHSHSHOHSSHSSHHSHSHSOHSHHSSHSHSHHHSHHHSHSHHSSHOHHHSHSSHEHEHHSHSHSHHHOHOE 
Bad debts recovered SSCSSHSSOSSHHSHSSHHOHOSSEHTHHHHHHHHTHHHTSHEHHHSEHHHHOHOSSEEEEES 


OUDC! . iccccsceccncccccds ccccaces cheddeceescnGesednccnsteccoesevascccececescece 
Total other income SOHSSSHHSSSSHSHSSSHSHOHSSHSSHSSSHSHSSSHHSHSHEHHSSHHHEETHSESESOEOD 
Total net profit before income tax deduction .......cccccccccces 


1, Excludes amount attributed to real estate which is in occupancy expense. 


FURNITURE STORES 


Ten firms reported on their 1949 operations. 
These firms were al] of the incorporated type 


of operation and did business through 65 re- 
tail outlets. 


REVIEW OF 1948 OPERATING RESULTS 


Profit and Expense Ratios 


Furniture store chains obtained an average 
gross profit of 35.11% of net sales in 1949. Oper- 
ating expenses formed 31.08% of net sales leaving 
a net operating profit of 4.03%. Other income of 


3.70% increased this profit to 7.73% of net sales 
before deduction ofincome tax. Income tax amounted to 
2.20%, leaving a fina] net profit of 5.53% of net 
sales. (See Table 3) 


inventory and Stock Turnover 


Stocks of merchandise on hand were lower 
in dollar volume at the end of the year than at 
the beginning. The average dropped from $403,006 


to $384,452 by the end of 1949. Stock was sold 
and replaced 2.70 times during the year. (See 
Table 3) 


Comperison of 1947 and 1949 Results 


The 1947 results, and those presented here 
for 1949, were obtained from the same 10 firms. 
The main operating items are summarized below 
in comparative form. Gross profit increased from 


32.57% of sales in 1947 to 35.11% in 1949. Rela- 
tively higher operating expenses produced lower 
net profits in 1949 - 4.03% of net sales compared 
with 7.83% in 1947. 


Main Operating Results Items for 1947 and 1949 Compared 


(Items expressed as percentages of net sales) 


Item 


1947 1949 
(10 firms) 


(10 firms) 


Jo 


Gross profit SOSOCHSSSHSSSHSOHSOSTHSOSSOHSHSHSHSSHSHSHEDFESSGHOHSOHTOHOHSSSHOOHSSOESSHOHBSSE 35. 11 
Operating expenses: 
Salaries SSSOHSHOTSHHSEHPSOHSOCSHOOSHSSSOSSHSSGSSHHHSHOSHEHOSCHSHESHOHOHHHTSEHDEOCHHHHYSFHBHOGHSEHOED 125 ll 
COC CUD EM CVi2cvcutsesscecccctecocccccnesecescccocesccecddceccecsccecnecesecsce 4. 719 
INAV OLLI SIN Gace weceee et teccees cee coese ok cas occbencobeensioccdiciece veeesesoecee 4, 69 
AJ] OUN Clear rate are Crcce ccacicoon mes bese ececsece vcsaboclendcesccveseoceee 9. 49 
Total operating expenses SOCHSHSSHOHHSESSSOSHESHSOHOSSSOSEHHHET SHEET HELEOOEE 31. 08 


Net profit without other income and before income tax de- 


duction POOOCSOHTODSSSHHSISHOHOFHHO SFOS OH HHGHH OSE OSHSHOG HOS SHH OSHHCHOOOO 


4. 03 
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TABLE 3. Operating Results of Chain Furniture Stores, by Size of Firm, 1949 


Item 


NUM DCE OLMIS eceeteeesecsersecdeccessentisinnccslscceeceseceuccos ser ecessecetosee. 
Numiber/Of StoreS/OPerated..ccccccsacccccsessencssacseescddeccsceivoccswuecete 
AV ETAL EU SACS IDET LlMiscncdsscessceeetelicnsececeessacccseeeerensessesesoreceesse > 
AVerage. COSE Of 2OOUS SOI ¢ ccsscasnenssonancseavass sweacsnaslcaeaaesh's coches o 


Average inventory per firm: 
BCCINNINe GT YEAR rssecsctessevscstesterevaccresbegacceteessecateceresusnvese @ 
PErCent Ol Neursal CSiucceveces ceeseceseeneseseceseeccccesossses secwoveretescee 
PRTG IOUIVCOln ea catecsssecetsececctectasssseecessevcesrrersanscanssseadtansseraes (a) 
DENCENtOMNCUSAle Sisemecapsesiececacisecvecetserssnescedseentcesiceseeeencedcete 
SOCK tumMoOV.ckiGiMCSIPEH VAL) vacecedecacoevecsccscecceeeedesscscescces scale 


PROFIT AND Loss DATA 
(Percent of net sales) 


Gross profit OOOHHHHOOHHHOHOHOHOSOHOSHSHSOHHHOHHOHOHHOH KOSH OHH HOH OOOH OHH OHOOHEOOE09 


Operating expenses: 

DAlANLCS = XCCULEVC Sines vecieeccatios coceecccesccesces deeccncceeecesncccecesces 

+OUNEK EMPLOVESS?,. Eisid, Hesbadsadee sedecdes sacsedecsvacowessesne 
EMMNPlOVECES MP CNEMUSMeccccses cece es soctneretesesecerereerssees sets scecisete cee 
CO CCUDAN CY Areas cssiectices secesesscees eels seeivciosecessecesascesenseeseseesnessiee 
TRAN EG sae cnet Conncacuncdeunecnsesuees anon kanue eereasal eee eeek aauon ese 
Repair S* Fs G502 20. cist Greece Poecina slows cate MRR AMS es wales 
PYG OLGO ATION vet eicaee Gs cteremecneteacensdasecteceaspress tongs ueateseseNeeeses 
SUP D]UeSiasecescccccecvccseccee esse cececscconoececseseteses cece see eccanscwecce 
Heat eaivehit-antd POW eiecccctcecccece cess Meeegacoareccacessesecsesocessnsesse 
INGV,CTUISIN Es ccanacesecosleseseeseccilets se tee scicesasiecceesccocssce see seceeccces 
Sy ee BDAY. Sod Sodcoec OCS OCOCOCOL CG ICOCKO 1050000000 0050710 2000 COC OCOOOCETIOSLC 
(CLONTTDINNOEL SIO aarnnnannersoojadnccoriconannoocnanpocdedosodonnonaansrtcoscesppad 
Badu CbiMlOSSaccecdeecesoesiicasecteccsceceereceecerste resceesseteesceetseccces 
PMIZOLICTLOXDECIISCSlecweseetiacecrcestiaereieseseciectiedtenccetesessescececscesees 


Total operating EXPENSES. ........cccccecccccccecccsccccsseececcesseseese 
Netioperatine DrofiG .o5...cs1s0%.0000% cee sceesins seouacnson@at cesneesoete 
Other income: 
Discounts earned SPOSTHOHHSHHOSHSHSHHSGAHHSHSHSSHHHHHSHHOHHTSHGHHEHSHEHOHHHTEHSAHSEHHHOHHSHHHEEO 
Interest eamed 0600600060064 90008600600080080060008000086060608058800080868008808088980808080 


Financing CHAPEES sicssicscccaccccws so cedsecececdessececadecegedsegeeseeseees 
Bad debts recovered POOHHSOHSOHSHSOOSHHSOHH HHS OH HHHOO SOTHO HSFESHH DOGO H OOOO HOOD 


OA Se SAAB ReDOICEOCOROCTOOICCOCD SOBER COCOCOE EEC IS CONC OOICE CECE OCOCMOCCOCUNDCCeANE 


Total other income eoececece COLOHOHSHSOHOHHHHSHHOHSH EH HOH HOHHHHOHHOEHHOHOOODOS 


Total net profit before income tax GEAUCHION ........ccceccccceeecos 


Income FAK 0000000000000 00050 cl cll ole eee ceeeeeeeceeeccceeeeeceesesoeseeceses 


Final net HHL0) TBS RACH AGE DOCOSDACOCEOCCC OST COT C OCP AAR DUICCOOBONOOLCDACHODON SOB 


Firms with 1949 sales of 


Under 
$750,000 


4 

16 
489,971 
341,517 


133, 210 
27, 19 
120, 414 
24. 58 
2.69 


1, Excludes amount attributed to rea] estate which is in occupancy expense. 


Total, 
all 


$750,000 sizes 
and over ; 


6 10 

49 65 
2, 406, 920 1,640, 141 
1, 546, 208 1, 064, 332 


582, 869 403, 006 
24. 22 24. 57 
560, 476 384, 452 
23. 29 23.44 

2. 70 2. 70 


35.11 


2.30 
9.81 
0. 23 
4.79 
0. 24 
0. 70 
0.67 
2. 30 
0.55 
4.69 
0. 20 
0. 25 
0. 56 
3. 79 


31. 08 
4. 03 


0.19 
0. 20 
2. 26 
0.12 
0.93 
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NOTICE 


The annual reports prepared by the Industry and Merchandising Division of the 
Bureau of Statistics are divided into 4 volumes, as follows: Volume I—The Primary 
Industries, including mining, forestry and fisheries; Volume Il— Manufacturing; Volume IN — 
Construction; Volume FV — Merchandising and Services. 


Volume IV consists of the following parts with individual trade reports listed under 
each: 


Part I — Wholesale Statistics 


A-— Wholesale Trade, 25¢. 

B —Operating Results of Food Wholesalers, 25¢. 

C — Operating Results of Dry Goods, Piece Goods, and Footwear 
Wholesalers, 25¢. 

D — Operating Results of Miscellaneous Wholesalers, (Automotive 
parts and accessories, drugs, hardware, plumbing and heating 
equipment), 25¢. 


Part If — Retail Statistics 


E - General Review, 25¢. 
F — Retail Trade, 25¢. 
G— Retail Chain Stores, 25¢. 
H — Operating Results of Chain Food Stores, 25¢. 
I — Operating Results of Chain Clothing Stores, 25¢. 
J —Operating Results of Miscellaneous Chain Stores (variety, 
drug, furniture), 25¢. 
*K —Operating Results of Retail Food Stores, 25¢. 
*I, —Operating Results of Retail Clothing Stores, 25¢. 
*M— Operating Results of Retail Hardware, Furniture, Appliance 
and Radio Stores, 25¢. 
*N —Operating Results of Filling Stations and Garages, 25¢. 
*O — Operating Results of Miscellaneous Retail Stores, 25¢. 
P — Retail Consumer Credit, 25¢. 


Part Il — Service and Special Fields 


Q@-— Laundries, Cleaners and Dryers, 25¢. 

R—Motion Picture Theatres, Exhibitors, and Distributors, 25¢. 
S— Hotels, 25¢. 

T—Sales Financing, 25¢. 

U— Farm Implement and Equipment Sales, 25¢. 

v — New Motor Vehicle Sales and Motor Vehicle Financing 25¢. 
w-—Advertising Agencies (Memorandum) 25¢. 


Tne reports are punched to permit of filing in a ring binder. 


* Biennial reports — not issued for 1951. 
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OPERATING RESULTS -- LIST OF REPORTS 


WHOLESALE TRADE (1947, 1949 and 1951) 


ile 
2. 
3). 


Food Wholesalers. 
Dry Goods, Piece Goods and Footwear Wholesalers. 


Miscellaneous Wholesalers (automotive eyuipment, drugs, hardware, heating 
and plumbing supplies). 


INDEPENDENT RETAIL STORES (1944, 1945, 1946, 1948 and 1950) 


ore WwW NY Ff 


. Food Stores. 

. Clothing Stores. 

. Hardware, Furniture, Household Appliance and Radio Stores. 

. Filling Stations and Garages. 

. Miscellaneous Stores (country general, restaurants, fuel, drugs, jewellery 


and tobacco stores). 


RETAIL CHAIN STORES (1947, 1949 and 1951) 


I. 
2. 
By 


Food Stores. 
Clothing Stores. 
Miscellaneous Stores (variety, drugs and furniture). 
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OPERATING RESULTS OF MISCELLANEOUS CHAIN STORES 
1951 


VARIETY STORES - DRUG STORES - FURNITURE STORES 


INTRODUCTION 


The following explanatory notes describe certain features of the operating 
results series contained in this report. 


Scope r 

Chain store firms are those which operate four or more retail outlets. Chain 
firms of three trades are covered in this bulletin — variety stores, drug stores 
and furniture stores. 


Content 


This bulletin deals with profit and loss statistics. Average gross and net 
profits and detailed operating expenses are shown for the most suitable sales- 
size classes. There were not enough firms in any of these trades to permit publi- 
cation of regional results. There were no Newfoundland stores in this survey. 
Salaries of proprietors of unincorporated companies have been included with 
executive salaries. Income tax tabulation was made for incorporated companies 
only. 


In this report ‘‘occupancy expense’’ includes taxes, insurance, mortgage 
interest, repairs and depreciation on owned real estate used in the business, 
together with rental expense on rented premises. Similarly, ‘‘delivery expense’’ 
includes salaries, insurance, licenses, repairs, maintenance, gas, oil and depre- 
ciation of owned equipment, together with expense of contract delivery. 


Purpose 


The primary purpose of the operating costs surveys is to provide averages 
on the different phases of business operations against which firms in the same 
trade may make direct comparisons with their own operating results. They also 
provide useful information to others interested in the cost of distribution of con- 
sumer goods. 


Period Covered 


This report deals mainly with 1951 operations and is the third biennial 
publication in a series begun in 1947. Certain summary tables show comparative 
results for 1949 and 1951. The charts show the gross profit components for 1947, 
1949 and 1951 by suitable sales-size classifications for each trade. 


SYA SItZE (OP aR 
NET PROFIT + SALARIES + OTHER EXPENSES 
1I947—1949—I95I 


GROSS PROFIT 
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CHAIN VARIETY STORES 


The 13 firms from which reports were received, 
together operated 523 retail outlets in 1951. There 
was a sufficient number of firms reporting to permit 
a sales-size breakdown of results. All firms which 


reported were incorporated companies. Consequently 
income tax information is shown for both sales-size 
categories. 


REVIEW OF 1951 OPERATING RESULTS 


Profit and Expense Ratios 


Profit and expense ratios represent portions of 
the average net sales’ dollar. With profits and de- 
tailed expense items presented in this form, on a 
unit basis, a standard is established. To this 
standard the operating results of variety store chains, 
irrespective of the number of retail outlets, might 
be compared with a high degree of accuracy. 


In 1951, variety store chains obtained a gross 
profit ratio or margin of 37.79 per cent of average 
net sales. Average operating expense ratios total- 
ling 27.64% reduced this figure to a net operating 
profit ratio of 10.15%. A lower gross profit ratio of 


32.56% was experienced by the first sales-size 
category, compared to 38.16% by the second category. 
This, together with a higher operating expense ratio 
of 29.33% compared to 27.32% respectively, resulted 
in the firms of the first category averaging a lower 
net operating profit ratio of 3.23% compared to 
10.64%. Miscellaneous expense and income netted 
an increase in each instance, and increased the 
profit ratio for all firms to 10.59%. Income tax de- 
creased the net profit ratios to 5.08% for all firms, 
1.99% for the firms of the smaller category and 5.30% 
for the firms of the larger category. These declines 
represent profit reductions of 52.0%, 43.1% and 
52.3% respectively. 


Inventories and Stock Turnover 


Average inventories, expressed as percentages 
of average net sales of all responding firms, in- 
creased slightly from 12.40% at the beginning of 
the year to 12.96% at the end of the year. This trend 
was common to both of the sales-size categories. 
The rate of stock turnover — average of beginning 


and ending inventories divided into cost of goods 
sold — was 4.90, a slight decline from the rate 
ascertained from the 1949 survey results. The stock 
turnover rates of the two categories increased 
directly with the sales-size. 


TABLE 1. Operating xesults of Chain Variety Stores, 1951, by Size of Firm 


Item 


INUIT St up ali ATS erro ones see er ecm 22S... caste hen oh talc «atic 
NUMDER: Of6STORESEO PETAL Ess con) ete Soo. ee ees 
AVeTAa ce netesalesmperel iri tec.ceecem sce -stasssGp.cectieogsereet 
AVELAleCICOSUIOMPOOUS SOI ent rssccdeotscstikccsettistetesecs 
Average inventory per firm: 
Be PANU EROlmVC A Tiere ee ces. See, «fied noaattnth sed eesicopaede aes 
Pencentaotsaverage met: Sales <..c..cts.c.b.cnaeessoes 
MGW O ERYC Aiea rtet yee creche dace. chdevecotersodenagressaseees 
Per cent of average net sales............cceeeeeceee ees 
Stock turnover (times per year)................... inet 


Firms with 1951 sales of 


Total 


Under 
$5,000,000 


all 
sizes 


$5 ,000 ,000 
and over 


7 6 13 
74 449 523 
1,535,435 24,705, 242 127229237 
1,035, 566 15, 276, 647 7,608, 400 
248,457 2,996, 874 1,516, 962 
16.18 12643 12.40 
265, 204 3, 125, 868 1,585, 516 
Pe 12. 65 12. 96 
4.03 | 4.99 4.90 
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TABSBLE 1, Operating Results of Chain Variety Stores, 1951, by Size of Firm — Concluded 


Firms with 1951 sales of 
Total 


Item 


’ Profit and loss data 
(per cent of net sales) 
GLOSS! PLOLLE 5 di: cc cecdReohecaceicc de Sot ee ee Re 
Operating expenses: 
Salaries: 
RX CICUUIVIES 1, senueahtec aeene acai tree eats recta een eee 
OUNeRse MPLONE CS ees seictess Steph sceaoaduansannaueceeereneer on 


Employees” DENSLItS Ri. vekacser tices ce ose or eowen te mentees 
OC CUI CV rece catta ste mer ares er ae ene eae cee ee nee ee Sree ee 
Heat. isnt andenO Wel. auuictea eos ae ae aneeeen 
"TAxes ehiGense@sts. Fie Ban. cn Pein ees ee ete 
LHS UFANCeM EA. SER. REA Ee, Bans oe ek ere 
REPAIrS and? MAINteENanGe Beaks. vesntoec ee eeeeieceeee ee 
DEDREC LATION cesta te oee on eeesnac casper tence tet Se eens 
SUD DITCS stick ohooh ches anceyeciias esca cs apenas arenes eam anaes 
IAG VEIT SI Sy Meee: see cacc ne highs: uae ee eta thos Set te eae 
PIA WE LMI cotta Sets: ee on ES a ee eee ee 
COMMUNIC ATLON) eis ccssstoseceeoenetecee eee ere 
DC 1IVeDy: evs eter eoemnee ee eee pobacneri-BraasataL geal aRBSAchiae 
Bad Gebt: 1OSSH va. cease: siestorn cs meeecnnsvasaeeyeceee Serena 
ATIROU MEP CX PENSES: ..cccsesceseescseseoessseoses oe eee tee a ee 

Total operating expenses. .................0ccccesceeeeee es 


INGE ODERACINE DIOL ie sccccacs enc. , scesess eevee ss fcntestenre ee eens 
(OLANTETe DUIRELOI/ Iter ERO ne RN eA RRR RN orn tut a 
MiscellaneouskexpenSem cde sed: .. cect. es nee 


Net profit before income tax deduction 
Income tax 


Under $5,000,900 Aen 
$5,000,000 and over 
32. 56 38. 16 37. 79 
2.29 0,68 0.739 
14.42 16,46 TGS 2 
OF 25 Of O38 O51 
4,60 2.91 3.02 
0.79 0.73 Onis, 
0259 0. 44 0.45 
0.47 0.31 0832 
0.55 0. 23 025 
nile 0. 39 0.33 
1.09 1. 06 1.06 
0.66 0, 24 ORE 
ae | 0. 20 On2) 
0725 0.13 ORS 
0, 14 = 0.01 
VeTS 2. 80 2.74 
29.33 275.58 27.64 
one 10. 64 10,15 
Dee Qzo9 ORO3. 
0.01 0.99 0.09 
3.50 11.10 10.59 
iL sal 5. 80 SAL t 
1,99 5.30 5.08 


Comparison of 1949 and 1951 Operating Results 


The principal operating ratios of the 1949 and 
1951 surveys are summarized in the following table 
for the purpose of comparison. Only 11 firms reported 
for the 1949 survey, compared to 13 respondents in 
1951. The total number of retail outlets as well as 
average netsales per firm increased correspondingly. 
Ratios, however, tend to eliminate the lack of com- 
parability arising from variations in the number of 
responding firms and total retail outlets operated. 
The ratios of items expressed as percentages of net 
sales, may be used with a high degree of reliability 
for aspecific yearwhen compared with any onefirm’s 
results irrespective of the number of retail outlets. 


Since profit and expense ratios are percentages 
based on net sales, it is difficult to interpret a ratio 
change from one year to the next without examining 


the changes in net sales. Because the average net 
sales figure is an average per firm, it is an im- 
practical figure (as such) to use for year to year 
comparative purposes due to the distortion by the 
variation in the number of retail outlets. Therefore, 
in order to examine the change in net sales together 
with changes in operating ratios, it would be advisa- 
ble to express net sales as an average per retail 
outlet. Ratios are practically unaffected by this 
condition, therefore sales and operating ratios have 
a common basis which permits direct comparison. 
That is, because a profit or expense ratio decreases 
from one year to the next, it does not necessarily 
mean that the profit or expense has decreased. 
However, because the ratios are percentages of the 
respective net sales, a decrease does mean that the 
profit or expense item did not increase at as great 
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a rate as net sales. As an example, if net sales 
increased 10% from $1,000,000 in 1949 to $1,100,000 
in 1951, and rent showed a proportionate increase 
from $5,000 to $5,500, the rent expense ratio would 
be identical for both years. However, if rent re- 
mained unchanged, or increased less than 10%, the 
rent expense ratio would show a decrease. It is 
therefore necessary to note changes in net sales in 
order to interpret a change in ratios between two 
years correctly. 


Average net sales per retail outlet in 1951 were 
3.3% below the average ascertained from the 1949 
survey. Therefore, the slight increase in the gross 
profit ratio in 1951 indicates that the average gross 
profit decreased at a smaller rate than did average 
net sales. A corresponding increase occurred in the 
total operating expense ratio which offset the gross 
profit ratio gain, resulting in a slight decline in the 
net operating profit ratio from 11.29% in 1949 to 
10.15% in 1951. 


TABLE 2, Main Operating Results Items for 
1949 and 1951 Compared 


(Items expressed as percentages of net sales) 


Gross roti. oesscsecece sc seni cee 
Operating expenses: 
SQlaries c cckcos mene tie cetera 
OCCUDANC Vic cee tet eae vadeenesch onc oe eee ee 
SUID DILOS Sacre scan ceases ohne Ot 
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CHAIN DRUG STORES 


A total of 289 retail outlets were operated by the 
22 drug store firms reporting to this survey. Oper- 
ating profit and expense ratios are presented for 
three typical sales-size categories as well as total 


all sizes. In addition, main operating ratios, income 
tax deductions and final net profits are shown for 
the incorporated companies. 


REVIEW OF 1951 OPERATING RESULTS 


Profit and Expense Ratios 


Profit and expense ratios represent portions of 
the average net sales’ dollar. With profits and 
detailed expense items expressed in this form, on a 
unit basis, a standard is established. To this 
standard the operating results of chain drug stores, 
irrespective of the number of retail outlets, might 
be compared with a high degree of accuracy. In 
1951, drug store chains obtained an average gross 
profit of 33.74 per cent of average net sales. Gross 
profit ratios for the three sales-size categories 
increased directly with the sales-size and ranged 
from 30.90% to 32.16% and 34.62%. Similarly, total 


operating expenses which averaged 30.53%, ranged 
from 27.81% in the first to 29.14% and 31.34% in the 
middle and largest sales-size categories, respective- 
ly. Consequently, the net operating ratios ranged 
from 3.02% in the middle sales-size classification 
to 3.09% and 3.28% in the first and largest sales-size 
groups. The net operating profit ratio for all firms 
combined was 3.21%. Miscellaneous expense and 
income netted an increase to each group resulting 
in a net profit ratio, before income tax deduction, 
of 4.10%. 


Inventories and Stock Turnover 


Average inventories, expressed as percentages 
or average net sales of all responding firms, in- 
creased slightly from 18.01% at the beginning of the 
year, to 18.33% at the end of the year. This trend 
was common to the first two sales-size categories, 
but the largest category showed a slight decline. 
The rate of stock turnover — average of beginning 


and ending inventories divided into cost of goods 
sold — was 3.65 times per year, a slight decrease 
from the 1949 rate of 3.81. The rates for the three 
categories ranged from 3.49 in the largest to 3.94 
and 4.27 in the first and second size groups, re- 
spectively. 
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TABLE 3. Operating Results of Chain Drug Stores, 1951, by Size of Firm 


Firms with 1951 sales of 


Total 
$500,000 $999,999 and over 
INEIMBEL sOL CIF IM Sic.ce, coteaceecaatan haces nea ee eee annem aa 6 22 
Number-of stores*onerated (ee. Uae an esc lieu 59 43 187 289 
Average net sales per firm .................. Spe ete ei $ 352,019 667,001 3995),825 1, 266, 060 
Avera ceacost Of GOOUS SOld cus. cnineeurisarns aacommtoeceos $ 243, 239 452,503 2,612, 646 838, 812 
Average inventory per firm: 
BC CUMIN Ss OV Caressa sa: te euccenuatdeens ceed Meee $ 5 Oude 99,945 751, 705 227, 988 
Per cent of average net sales .........cccccceeeseeeees 16.98 14.98 18.81 18.01 
DEH eG exo} Gan aoe) cS mas... eee weet nt Ue meat AI clr $ 63, 567 111,998 747, 084 PRON PAL, 
Per cent of average net Sa@leS ...........:. cscs 18.06 16.79 18.70 18.33 
Stock turnover (times per year)............0..c:c0e 3. 94 4,27 3.49 3. 60 
Profit and loss data 
(per cent of net sales) p 
Gross DIOlit es eee a es pa ate emer Se 30. 90 32.16 34. 62 33. 74 
Operating expenses: 
Salaries: 
IXOCULIVES Re rs chns seiner cinckescc sanucs eae OF aly 3.09 0. 84 eso 
OUler CMplOVCCSr coerce aoe eee 15. 64 14. 85 25 16.68 
Employees’ benefits We. uie.0 cae 0.26 0.25 “0.79 0. 64 
OCCUPANCY cccics-ceessesectaccetsoestacectecticerecces cooteseeseteietee 2.96 3. 88 4.60 4.27 
Cat Mehta naGnmOWersasccercecicicteccoeseeeseeetrtetee es 0.61 0.50 0.78 CU i fe 
MARES, LICCHSEG rcteercseccccssatarteteetesteserect nts eetentee ee 0.36 0.24 0.25 OS PAt 
IISUPANC Geeercccsoectesersense erceea eee cocoa areata 0.41 0.732 0.28 0.30 
Repairs andemainmcenanCerm..c.sctss.ttesstesecvecseveveeees: 0.48 0.16 0.65 0.55 
DGD CIATION iaessis se ssssssecssseeussossethenteeeeneestomteeeeee 0.83 1.14 0.96 0.97 
SUP DRTC Sie s.sccccuccoveseuasces cour sassestece coseons nest cneestat estes OR 125) 0.61 Oe 
PS OMOT GIS IID: Scasy sosesestecscssuessssssessaseeuscacessscccesaeusseneeees 0.81 0.69 129 i als 
RTA VETIME ois. cussscaesssss dtsesns doves tuest btewescisesussecdesaseeee O27 Orel 0.23 0.20 
SOMMUNVCHELOM AA RAT ER. .Aeecarn te tect eeeten eats «oe 0.29 0.34 0. 25 0.27 
DICLIV ORY 2 titcrccersssersscscccetees reteset ce hs ee Oe eee 0.36 0.73 0.56 0.63 
BAONIeE DE OS Siccccccresscmrccstcrersccetrerstrerecrencur ntemesctees 0.02 0.15 0.01 0.03 
ANIFOENCTA CX DENS CS voce ecnc-scoerset haccceaazeegossasees Vases: 1.43 i LaghZIS) 1.81 
Total operating expenses .....................::000000 29.14 31.34 30.53 
Net operating protit 22-0 ee eo a er ences 3.21 
Other income: 
Discounts earnedy 52 25 ea eee a Napa ae 0.22 
INGEreSU*EAINEd ye. csestuscnchcteear es te ro eae On eran 0.05 
BadaGgebts TECOVeETCG 2, cussed Gk Gwe eae 0.01 
QUEL Biases Behn ok gat, hoses Rane sad cgi ck Le A et ace, 0.66 
Totalaother inconicehs.2.242ee ee ae 0.94 
MiscGellaneOus CXPCNSE ac.scjussckescn he eee 0.05 
Net profit before income tax deduction .................. 4.10 


Incorporated Companies 


Comparison of the profit and expense ratios of 
the incorporated firms only, with all firms, indicated 
that the differences in the ratios were negligible. 
Net profit before income tax deduction, expressed 


as a proportion of the respective net sales, was 
4.23% and 4.10% for ‘‘incorporated firms’’ and ‘‘all 
firms’’ respectively. Income tax reduced the incor- 
porated firms’ ratio of 4.23% to 2.19%, a decrease of 
48%. 
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FABLE 4. Operating Results of Incorporated Drug Stores, 1951, by Size of Firm 
(Items expressed as percentages of net sales) 


Firms with 1951 sales of 


Total 


Item 


Under 
$500,000 


BURT [OMOLAUD, 0. concnndoostnanseseaabone soandhnne bos nsecdeneueeoddaccadees seo 
OLCAIMODETAWIHETOR PEMSES ....ncsoccacossettacarsscansseronsertacsse 
INCTHODCEALIN ORDER Older ta content ctre ce tereeess 
OCC EBIINC OM Cte ce teaet tity resus nsapevatsiensewtevescra podecaterco eee 
MISCOTTATICOUNSHO DEMS. c cies sce tlawcccssicanonnc cnc caneltencengss 
Net profit before income tax deduction ............000 


TTICOMCRE A ea Ie deo nec Pett he ban teeecss 
Final-net profit... Ree ee aimeesste tek eee Ae es es Oe 


all 
sizes 


$1,000,000 


$500 ,000 
t and over 


) 
$999 ,999 


% 


Comparison of 1949 and 1951 Operating Results 


The principal operating ratios of the 1949 and 
1951 surveys are summarized in the following table 
for the purpose of comparison. Only 20 firms reported 
for the 1949 survey, compared to 22 respondents in 
1951. Despite the additional firms and the subsequent 
additional retail outlets included in the 1951 tabu- 
lations, the average net sales per firm showed a 
slight decrease. Ratios, however, tend to eliminate 
the lack of comparability arising from variations in 
the number of responding firms and total retail out- 
lets operated. The ratios of items expressed as per- 
centages of net sales, may be used with a high 
degree of reliability, for a specific year, when com- 
pared with any one firm’s results irrespective of the 
number of retail outlets. 


Since profit and expense ratios are percentages 
based on net sales, it is difficult to interpret a ratio 
change from one year to the next without examining 
the changes in net sales. Because the average net 
sales figure is an average per firm, it is an impracti- 
cal figure (as such) to use for year to year compara- 
tive purposes, due to the distortion by the variation 
in the number of retail outlets. Therefore, in order 
to examine the change in net sales together with 
changes in operating ratios, it would be advisable 
to express net sales as an average per retail outlet. 
Ratios are practically unaffected by this condition, 
therefore sales and operating ratios have a common 
basis which permits direct comparison. That is, 
because a profit or expense ratio decreases from 
one year to the next, it does not necessarily mean 
that the profit or expense has decreased. However, 
because the ratios are percentages of the respective 
net sales, a decrease does mean that the profit or 
expense item did not increase at as great a rate as 
net sales. As an example, if net sales increased 
10% from $1,000,000 in 1949 to $1,100,000 in 1951, 
and rent showed a proportionate increase from 


$5,000 to $5,500, the rent expense ratio would be 
identical for both years. However, if rent remained 
unchanged, or increased less than 10%, the rent 
expense ratio would show a decrease. It is there- 
fore nécessary to note changes in net sales in order 
to interpret a change in ratios between two years 
correctly. 


Average net sales per retail outlet in 1951 were 
four per cent greater than the average ascertained 
from the 1949 survey. Therefore the slight increase 
in the 1951 gross profit ratio indicates that the 
average gross profit increased at a greater rate than 
did average net sales. A smaller increase occurred 
in the total operating expense ratio, resulting in a 
slight gain in the net operating profit ratio from 
2.99% in 1949 to 3.21% in 1951. 


TABLE 5. Main Operating Results Items for 
1949 and 1951 Compared 


(Items expressed as percentages of net sales) 


Item 


GLOSS | DEOLit cocci crsetere sence inc. seceascossns oasteses 
Operating expenses: 
Sa lanes ace Sete Mewes care stnces aestans calwecesencweates 
OCCUPANCY Mee ee reese eee cheese st eeees 
INGVELGISING cecect tees eases eos sosvenanesereteemeers 
VIC OEN CR oxcecsencec eae seeetecs oo cao oon cease eects 
Total operating expenses 


Net operating profit ........00...0000. ee 
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CHAIN FURNITURE STORES 


The 13 firms, from which reports were received, 
together operated a total of 69 retail outlets in 1951. 
A sufficient number of the reporting firms was in- 


corporated which permitted the presentation of in- 
come tax information by sales-size classification. 


REVIEW OF 1951 OPERATING RESULTS 


Profit and Expense Ratios 


Profit and expense ratios represent portions of 
the average net sales’ dollar. With profits and de- 
tailed expense items expressed in this form, on a 
unit basis, a standard is established. To this 
Standard the operating results of furniture store 
chains, irrespective of the number of retail outlets, 
might be compared with a high degree of reliability. 


In 1951, furniture store chains obtained an 
average gross profit of 30.68 per cent of average 
net sales. The ratios of the smaller and larger sales- 


size categories were slightly below and slightly 
above the average, respectively. Operating expense 
ratios, totalling 27.22%, reduced the average gross 
profit to a net operating profit ratio of 3.46% for all 
firms combined. Firms in the smaller sales-size 
group experienced a greater than average total 
operating expense ratio and netted an operating loss 
of 0.47%. Firms in the larger sales-size category, 
however, netted an operating profit of 4.46%. In both 
instances other income and expense increased the 
profit ratios to 1.86% and 5.19% respectively. 


Inventories and Stock Turnover 


Average inventories, expressed as percentages 
of average net sales of all responding firms, de- 
creased from 23.09% at the beginning of the year, 
to 21.84% at the end of the year, Although this 
trend was common to the firms of the larger sales- 
size category,the ratios of the first category showed 


an increase from 23.27% to 28.56%. The rate of 
stock turnover — the average of beginning and ending 
inventories divided into cost of goods sold — was 
3.09 for all firms. The rate increased directly with 
sales-size from 2.68 to 3.21 for the two respective 
categories. 


TABLE 6. Operating Results of Chain Furniture Stores, 1951, by size of Firm 


Item 


NUIND CFFOrsfinmsrewec nett. ererek earn PEON) Maree MUMS 6 Ra, 
INGUIN DErZOISGLORESE OPCLACEO: ccc cussce cece ton eee eee eee eee eee. 
AVerageaneteSales: Pershinim:eycscee seen eee eee 
BVCraceec Os v Ole e OOU SSO! Ge tenant eect ene ee ace ne 


Average inventory per firm: 


BEGINING OF VO arin vec eect et gery. meeea ete Are oe Oe ae eg are 
Percent ofvaverage met saleseeus. mes crt Preece. 
Bind) Of ‘year ®:...4..choee eee eatin ee ee eee 
Percent or average net salesi.cc. seme eee eee 
SCOCKRLURNOVErE(UIMES Per Vie aly etme cs see eee esas ees 


Profit and loss data 
(per cent of net sales) 


Gross  DIOFit ... Ace ke PA ee ET eons 


Operating expenses: 
Salaries: 


CXOCUEIVES <LI. os Bocas cee et eee ees meme 


+ 


Firms with 1951 sales of 


Total 

all 

Under $750,000 sizes 

$750,000 and over 

| 6 13 
23 41 69 
sone $ 389, 063 1, 767, 496 1,025, 266 
OF en aaa $ 270,414 1,224,411 710,722 
case $ 90,539 407, 262 236,720 
Ws Pi {| 23.04 23.09 
rae $ Dele O2 355, 454 223,880 
28. 56 ZV ali 21. 84 
2.68 Bek 3.09 
30. 50 30. 73 30. 68 
2.46 1.69 TASS 
11. 82 10.49 TOM 
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TABLE 6, Operating Results of Chain Furniture Stores, 1951, by Size of Firm — Concluded 


Item 


LEME SI GNSS” "TOXINS ae ae Rh ee be ee su ee 
OCCUPAN Cy permenant metre ean sterner tuecettheaare renee cae eaten samt enentses 
He age treny ANGMDOW ED: fsa ecto he et Ue ote costae Pos asbwssas 
Taxes, licenses ............. EC hie PRIN LS ete cult wie ay ae ied 
LEST REN KOE ccc uochscidu She ASO EAR EE ROE At Te SOA REE RIC R an ne En Ot ae Se 
RE Da In SPAnGme Main LOMANCE psi ccoscek soccteok aenicees voce tn ees hen ierecie commence 
DO PRECTACUOMMmr ne ace eens cece ence eRe Re eee ec Rw Ashace 
SUD DP dC Steerer reese meee eee ce none ctuks Rete Conn cthe had ahaa Mee wasesas 
AGV.CriiSin gee. ee steers oh. 5. bees Sdn Soe OnOne Oe CS eee 
BIR NV CULL 1) Caen nA EN St ee ter ed at thas ecuctccmrodinmaianiias 
CS OMIM CAULOMMe ences: cee ere neot icc rercccctere authors hore eee te cneee re 
DSIRE ing 5 te caocnstobnenguckiannadet than dace Tae Tes Ua uae soo EERO ee pets Oe ee 
IB AGECeDURLOSSaer Wie. 5. ae: cates. ees he eR ire ccc aec 


Ne tropernaline prolit ten eto oe. ee kit cts dee es caweeb'ns 


Other income: 


WIS COUNESHE BINS Cierra ce Siece dence voce eeeee nec eottarta coh cscaneunenctinrarcani ec 
INIPERE Ste ALN © Cupmeneen Met temo cn. oo circa Hatttoe «neat et visdicnervnieatie be 
INANE IT AC ANG CSeeee cette. cena eee, ote Me ee cs ssccas « 
AGG EIDESHTE COVIETC Cleats chloe ces ek Saas ihdoe s sapiatsmaibucdoonababaoarraness 
OGNED feces PAB ESOT ae ee EEN Eee 


GO LE MOLTO RAIN COM Chante tee ces ote Sued ctnies « aha Sos orenin Miouwinn me sean ee lanes 


MISCCLIANCOUSMEXDENSE! trite: ci concnmee ere ee ote eto rete eise cabins 
Net profit before income tax deduction ........000.....00....ceccceeeeeee 


Firms with 1951 sales of 
Total 


all 
Under $750 ,000 sizes 
$750,000 and over 


apie 0.09 0.21 0.19 
seasttiessste 4.50 3.11 3.39 
BPE AT Oe 1.03 0. 64 0.72 
sodibacccens 0.29 0.22 0. 23 
Se aueeaaeee 0. 24 0.36 0.33 
ay insted 0.46 0. 23 0.27 
cee 0.21 0.49 0.43 
Beane een 0.52 0.28 0. 33 
es cen 2.02 3.40 3.22 
yet 0.30 Oak 0. 20 
PS Ae 0.37 0.21 0. 24 
chose 1.75 2.15 PASAT 
Roe nore 2.63 0.29 0.76 
ees 1.78 2.33 2.22 
ea am 30.97 26.27 271.22 
ees 0,471 4.46 3.46 
Pah 0.12 0.07 0.08 
eee 0.29 0.21 0.22 
ERI os 0.46 0.46 0.46 
Een raeeo >: 0.03 0.07 0.06 
omens 1.48 0.08 0.37 
Waster cas 2,38 0.89 1.19 
Rate 0.05 0.16 0.14 
mation seneyy 1. 86 5.19 4.51 


1. Operating loss. . 


Incorporated Companies 


All of the reporting firms classified to the larger 
sales-size category and most of the smaller firms 
were incorporated. Therefore, there is no significant 
difference between the operating ratios of the ‘‘all 
firms’’ and ‘‘incorporated companies’’ classifications 
as shown in this section. Net profit before income 


tax deduction, expressed as a proportion of the res- 
pective net sales, was 4.51% and 4.66% for ‘‘all 
firms’’ and *‘incorporated firms’’ respectively. Income 
tax reduced thé incorporated firms’ net profit ratio 
of 4.66% to 2.45%, a decrease of 47.4%. 


TABLE 7. Operating Results of Incorporated Furniture Stores, 1951, by Size of Firm 
(Items expressed as percentages of net sales) 


(GNROSBDLO Ll Lersren terete a an era ec te rs earn Rac trcnnmenanesnrewnu ceca Seesaetesteesns 
OPCHAPINEMEX PONS OSes cer eee re ected sicuu rac bake Tattuancet ceases 
INC TEODELAL LAG MOROUI Garett tere aoa tac aes eens eens tors da eee 
OCH CTMING On Cemeeere mem eee senha se ees ree vould eee ec oer oreteoaie ec ewaia Seeaene 
MISCOMIANCOUSHOX DENS Career teeter eh acca un Seana ehah ok opecssrin’ 
Net profitebeforesincome: tax GEGUCTION .2....c......cc0eccc.0veecesenssnnsoeee 
LTCC LL emer ree ae ete cen ase er yco memes cde oon caldcie Pao eloroere cs suielo tose 


Firms with 1951 sales of 


Under $750,000 
$750 ,000 and over 


Ce 


1. Operating loss. 
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Comparison of 1949 and 1951 Operating Results 


The principal operating ratios of the 1949 and 
1951 surveys are summarized in the following table 
for the purpose of comparison. Only 10 firms reported 
for the 1949 survey, compared to 13 respondents in 
1951. The increase in the numberof responding firms 
occurred in the smaller sales-size category, which 
would have a depressing effect on the 1951 figures 
with respect to absolute values. Despite the increase 
in the number of responding firms, there was a de- 
crease inthe average numberor retail outlets operated 
and a subsequent decreasein average sales perretail 
outlet. Although this condition could have occurred 
because the additional firms were classified to the 
smaller category, the identical situation occurred in 
the larger sales-size category. Ratios, however, 
tend to eliminate the lack of comparability arising 
from variations in the number of responding firms 
and total retail outlets operated. Ratios may be used 
with a high degree of reliability for direct compa- 
rison purposes with the results of any one firm, 
irrespective of the number of retail outlets. 


Profit and expense ratios are expressed as per- 
centages of average net sales and it is therefore 
difficult to interpret the ratio changes from one year 
to the next without examining the changes in net 
sales. Because the average net sales figure is an 
average per firm,it is an impractical figure (as such) 
to use for year to year comparative purposes due to 
the distortion by the variation in the number of retail 
outlets. Therefore, in order to examine the change in 


average net sales together with changes in operating 
ratios, it would be advisable to express average 
net sales as an average per retail outlet. Ratios are 
practically unaffected by this condition, therefore 
sales and operating ratios have a common basis 
which permits direct comparison. That is, because 
a profit..or expense ratio decreases from one year 
to the next, it does not necessarily mean that the 
profit or expense has decreased. However, because 
the ratios are percentages of the respective net 
sales, a decrease does meanthat the profit or expense 
item did not increase at as great a rate as net sales. 
As an example, if net sales increased 10% from 
$1,000,000 in 1949 to $1,100,000 in 1951, and rent 
showed a proportionate increase from $5,000 to 
$5,500, the rent expense ratio would be identical 
for both years. However, if rent remained unchanged, 
or increased less than 10%, the rent expense ratio 
would show a decrease. It is therefore necessary to 
note changes in net sales in order to interpret a 
change in ratios between two years correctly. 


Average net sales per retail outlet in 1951 
showed a decline from the 1949 figure. Therefore, 
the decrease in the 1951 gross profit ratio indicates 
that the average gross profit decreased at a greater 
rate than did average net sales. Conversely, total 
operating expenses declined less than net sales, 
which resulted in a narrowing of the 1949 to 1951 
profit ratio differential. : 


TABLE 8. Main Operating Resulis items for 1949 and 1951 Compared 


(Items expressed as percentages of net sales) 


1949 


1951 
Hem (10 firms) (13 firms) 

GroSsSEpLolitees:,. Ser” . tet reteset cont 5 Aten Rema rnateicens s cae wdcoee ath toons aes 35.11 30. 68 
Operating expenses: 

RSYH ES IGS RRA Ran dito Rae Ar rn RE RE eo NR RRR a ad ee ire Del 2362) 

ROTOR CNUT OFe) £1 On lia ete eat aca a ine a NES aly MESON 8 co TA SR rede A NREINE HeaeU Banh tric ckem et 4.79 3.39 

PGA fey Hb ol e< Serer nd Hee Reason 7 naceatnemoaccente Comanetrier a peertrtner a acter terrerercmecrcen ee mrnr 4.69 3.22 

A OUIN CT ac eros oe Marca tlecrecrat cate ac atom estates ae estate eal setiaa mcs atone ace a ee eect 9.49 ewe) 

Total -OperatinesexpenSe Sarco Ge oe nS oS he) eee Beno a 31.08 Ble ee 

INGE OPEr AULNEaPrOLLC I tee cere ee eat een eae ser eaee ronan tee UR cR OEE 4.03 3.46 


EDMOND CLoutTizr, C.M.G., O.A., D.S.P., Queen’s Printer and Controller of Stationery, Ottawa, 1953. 
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